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Eternal Vigilance

A

C A S E has recently been reported
wherein irregularities on the part of a
treasurer of a corporation located outside
of New York City were detected by public
accountants through using envelopes bearing their own return card instead of that of
the client in sending out confirmations to
banks.
The irregularities had occurred in part
as follows: The treasurer maintained a
fictitious bank account with a fictitious
bank in New York C i t y ; for example, the
Herald Square Bank. This account was a
dormant one. Previous to the audit conducted by the accountants in question the
audit work had been done for several
years by another firm of accountants which
had always used envelopes bearing the imprint of the client in sending out for confirmations. There being no such bank in
existence as the Herald Square Bank, the
post office department, obviously not being
able to locate the bank, returned the letter
to the client.

The treasurer, receiving the returned
letter, opened it; completed the confirmation, signing a fictitious name as representing an official of the Herald Square Bank,
inserted the confirmation in the envelope
bearing the accountants' corner card and
brought the envelope to New Y o r k City
where it was mailed, reaching the accountants in due course of mail delivery. B y
this method the treasurer is said to have
concealed a considerable shortage for a
number of years.
While there is no reason to doubt the
facts as reported in this case, it appears
that accountants examining the accounts
from year to year and finding the dormant
account, probably increasing in amount
from year to year, should have been on
notice to make a more careful investigation
than might usually be the case where an
account of this kind is found.
A famous quotation might be paraphrased in its application to accountancy
so as to read, "Eternal vigilance is the price
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of success." This case is a striking illustration of the risk which the accountant

May

constantly runs. But a little risk sometimes adds zest to a task.

